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FOREWORD

This Manual is issued under authority of DoD Directive 4140.1, “Materiel Management Policy,”
January 4, 1993. It provides the standard specifications for the Secondary Item Stratifications to
ensure the uniform portrayal of materiel requirements and assets of individual secondary items at
the wholesale and retail levels among all DoD Components. It also is a detailed reference Manual
on the development of each stratification matrix, which must be provided to the Office of the

Secretary of Defense twice annually by weapon system, budget category, and Inventory Control
Point.

This Manual applies to the Office of the Secretary of Defense (OSD), the Military Departments,
the Chairman of the Joint Chiefs of Staff, the Inspector General of the Department of Defense
(IG, DoD); the Defense Agencies, and the DoD Field Activities (hereafter referred to collectively
as “the DoD Components’). This Manual is effective immediately; it is mandatory for use by all
the DoD Components. Send recommended changes to this Manual to:

The Assistant Deputy Under Secretary of Defense for
Materiel and Distribution Management Policy

3500 Defense, Pentagon

Washington, DC 20301-3500

The DoD Components may obtain copies of this Manual through their own publications channels.
Approved for public release, distribution unlimited. Authorized registered users may obtain
copies of this Manual from the Defense Technical Information Center, Cameron Station,
Alexandria, VA 22304-6145. Other Federal Agencies and the public may obtain copies from the
U.S. Department of Commerce, National Technical Information Service, 5285 Port Royal Road,
Springfield, VA 22161.
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Deputy Under Secretary
of Defense (Logistics)
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DEFI NI TI ONS

1. Acquisition Lead Tine (AQT) . The sum of the Adm nistrative
Lead Ti ne (ALT) and Production Lead Tinme (PLT) .

2. Active |nventory. Materiel that is expected to be consuned
within the budget year (2 years) and materiel that has been purchased
to neet specific war reserve requirenents.

3. Adm nistrative Lead tine (ALT) . The tinme interval between
identification of a need to buy and the letting of a contract or the
pl aci ng of an order.

4, Approved Acquisition Objective. The quantity of an item
aut hori zed for peacetine and wartinme requirenents to equip and
sustain U S. and Allied Forces in accordance wth current DoD
policies and plans. This quantity shall be sufficient to support
other U S. CGovernnment agencies, as appropriate.

5. Assenbly. An itemformng a portion of a piece of equipnent
that can be provisioned and replaced as an entity and incorporates
repl aceabl e parts or groups of parts.

6. Average Custoner Wait Tine. The nean average tine, in days,
required to satisfy custoner demands, whether or not the demand was
for a stocked or a non-stocked item or the demand was satisfied
from stock on-hand at the supply activity or other sources.

1. Conponent (lower case) . An assenbly or any conbi nati ons of
parts, subassenblies, or assenblies nounted together in manufacture,
assenbly, maintenance, or rebuild.

8. Consunmable Item of Supply. An item of supply (except explosive
ordnance, major end itens of equipnent, and reparable) that is
normal |y expended or used up beyond recovery in the use for which it
| s designed or intended.

9. Consuner Level of Supply. 2an inventory, regardless of funding
source, usually of Ilimted range and depth, held only by the final
el enent in an established supply distribution system for the sole
pur pose of internal consunption.

10.  Consuner-Level Stock. The lowest Retail Level of Supply. (See
definition of “Retail-Level Supply.”)

11. Conti ngency Retention Stock. That portion of the quantity of
an item greater than the AAO and econom c retention stock for which
there is no predictable demand or quantifiable requirenent, and that

Vi



normal |y would be allocated as Potential Reutilization Stock, except
for a determnation that the quantity will be retained for specific
contingencies .

12. Cust onmer Denmand Pattern. A historical profile of the demands
for an itemarrayed within tinefranes in terns of the geographic

| ocations of the requiring activities and the quantitative vol unes
required.

13. Demand. An indication of a requirenent (requisition, request,
| ssue, reparable generation, etc.) for issue of serviceable materiel.
Demands are categorized as either recurring or nonrecurring.

14, Denmand- Based |t ens. Itens that are stocked based on forecasted
usage. Demand- based itens are stocked based on econom cs or on
mlitary mssion essentiality for limted demand itens.

a. Econom ¢ Based. Demand- based itens are stocked based on
econom cs when the cost of being out of stock is equal to or exceeds
the cost of holding stock and shall be stocked at the whol esal e
| evel

b. Limted Denand. An item for which usage is anticipated
but the item does not neet the established econonm c stockage
criteria. Although limted demand itens fail the econonmic criteria
for demand- based stockage because the probability of demand is | ow,
they qualify as an MME code |, |l, or Ill because the lack of a
repl acenent item would seriously hanper the operational readi ness of
a weapon system

15. Demand Devel opnent Period. The period of tine extending fromthe
date of prelimnary operational capability to a point in tinme when
spare and repair parts requirenents can be forecast based on actual
demands using statistically valid nethods.

16. Denmand- Supported Iltem Applied to a specific location or retail
inventory (either intermediate or consuner) , a demand-supported item
is one for which the decision to stock, not to stock or to continue
stockage is based upon actual demands, previously recorded at or
transferred to that particular activity or |ocation.

17. Economic Order Quantity (E0OQ). The quantity derived from a
mat hemati cal technique used to determne the optinmm (|l owest) total
vari able costs to order and hold inventory.

18. Econonmic Repair Quantity (ERQ). The quantity derived from a
mat hemati cal technique used to determne the optinmum (|l owest) total
vari able costs to repair and hold inventory.

viil
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19. Econom ¢ Retention Stock. That portion of the quantity of an

I tem greater than the AAO determned to be nore economcal to retain
for future peacetine issues than to di spose and satisfy projected
future requirenents through new procurenment and/or repair. To
warrant economc retention, an. item nust have a reasonably
predi ct abl e demand rate.

20. End Item A final conbination of end products, conponent parts,
or materials ready for its intended use (e.g., a ship, tank, mobile
machi ne shop, or.aircraft) .

21, End Use Secondary |tem Nateriel. Materiel in use or to be
consuned that is no |onger under the custody or on the records of the
supply System or a supply organi zation; materiel that has been issued
to the ultimate consuner for use and/or consunption and is not

| ntended for further redistribution. These are expensed assets for
financial accounting purposes and are not considered Supply System
stock or inventory for any purpose and will not be reported as such.

22. End- User . That individual or organizational elenent authorized
to use supply itens. This is normally the termnal point in the

| ogi stics system at which action is initiated to obtain nmateri el
required for the acconplishnent of an assigned m ssion or task.

23. Essential Item A support itemor a repair part whose absence
renders the supported system or end item i noperable.

24, Excess. Materiel that has conpleted reutilization screening
W thin the Departnent of Defense (DoD) and is not required for the
needs and the discharge of responsibilities of any activity.

25. | n- process Assets. Assets on order from DoD vendors and not yet
shi pped, assets in repair at depot-level organic or comrercial repair
facilities, and assets in repair at internediate repair facilities.

26. | n-storage Assets. Assets in storage at retail consuner level
sites, at retail internediate storage sites, at disposal activities,
or in wholesale inventories.

217. In Transit Assets. Assets defined as “in transit” represent
materiel that is between storage |ocations, either whol esale or
retail; materiel shipped from vendors after acceptance by the

Governnment but not yet received by the inventory nmanager; materiel
tenporarily in-use or on loan with contractors or schools; or

materi el that cannot be otherw se categorized. In transit assets are
not included in the records of wholesale inventory used in the
stratification process.



28. | nactive |nventory. Materiel that is not expected to be
consuned within the budget period but is likely to be used in future
year s.

29. Initial Supply Support. Provi ding the range and quantity of
spare and repair parts for a period of service before repleni shnent
supply support; synonynous wth provisioning of initial spare and
repair parts.

30. | nsurance Item A nondenmand-based, stocked, essential item for
which no failure is predicted through normal usage. However, if a
failure were to be experienced, or a |loss should occur through
accident, abnormal equipnment or system failure, or other unexpected
occurrence, |lack of replacenent item would seriously hanper the
operational capability of a weapon system

31. Integrated Materiel Manager (IMM). Any DoD activity or agency
t hat has been assigned wholesale integrated materi el managenent
responsibility for the DoD and participating Federal Agencies.

| ntegrated materiel managenent responsibilities include catal oging,
requi renents determ nation, procurenent, distribution, overhaul,
repair and di sposal of materiel. The terns Integrated Materi el
Manager (IMM), |Inventory Control Point (ICP), and Materiel WNManager
are synonynous.

32, | nt ermedi ate Supply. I nternmedi ate supply refers to any |evel of
| nventory between the consuner and whol esale |evel of inventory and
|s considered a retail |evel. The terns “internediate supply, *
“Iinternediate level of inventory, “ and “retail internedi ate echelon”
are synonynous.

33. Li f e—of - Type Buy. A one-tine procurenent, when all cost-

effective and prudent alternatives have been exhausted, for the total
future requirenent of an itemthat is no |onger expected to be
produced. The procurenent quantity shall be based upon denmand or

engi neering estimates of nortality sufficient to support the
appl i cabl e equi pnment until phased out.

34, Limted Demand Item A denmand-based item for which usage is
anticipated but the item does not neet the established economc
stockage criteria, or an item for which the conputed demand-based
quantity is less than the authorized stockage | evel. ALthough
limted demand itens fail the economc criteria for denmand-based

st ockage because the probability of demand is low, they qualify as an
MME code |, II, or IIl because the lack of a replacenent item would
seriously hanper the operational readiness of a weapon system

35, Mai nt enance Repl acenent. The replacenent of an unserviceable
reparable 1tem by a serviceable item Unserviceable itens, in this
context, include itens which are replaced due to nmal function or
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have reached the end of an admnistrativ.ely determ ned renoval
interval for preventive maintenance or safety considerations.

36. Materiel Onbligation. A “materiel obligation” is that unfilled
portion of a requisition (for a stocked or nonstocked item that is
not immediately available for issue but is recorded as a conm tnent
for future issue.

37. Mlitary Mssion Essentiality (MME). This code indicates the
conposite effect of an itemon the overall mlitary m ssion based on
the nost critical significant application of the item This code
shall be used in determning resource allocations, determ ning degree
of managenent intensity, and communicating essentiality anong DoD

Components . There are four |evels of MME:
a. Code |I. Most essential to mlitary mssion.
b. Code 11, H ghly essential to mlitary m ssion.
C. Code 111. Less essential to mlitary m ssion.
d. Code 1V. Not essential to mlitary m ssion.
3. M ninmum Replacenent Unit (MRU). The mninmum quantity of an item

normal |y replaced during a nmaintenance action, often the quantity of
a conponent used per end item

39. Model. A mathematical representation of an operation or
managenent system capable of manipul ation to achi eve optinmum
solutions to stated problens.

40. Milti-echel on Readi ness-Based Sparing Mbdel s. Mat hemat i cal
nodel s capable of conputing the optinmal range and depth of spare and
repair parts at both wholesale and retail |evels to achieve a weapon
system readi ness goal “for the least cost or to maxim ze readi ness for
a fixed cost.

41. Nati onal Item ldentification Nunber (NIIN). A series of nine
nunmerals within the NSN that differentiates each individual supply
itemfromall other supply itens. The first two digits signify the
Nati onal Codification Bureau which assigned the NIIN, while the | ast
seven digits are sequentially assigned by the Federal Logistics

| nformati on System

42. National Stock Number. A thirteen position nunber used to
identify itenms of supply. It consists of a four position Federal
Supply Cass and a nine-position NIIN.
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43. Nondenmand-Based. An item that has no forecasted demands but
qualifies f9r stockage based on other criteria. The two types of
nondemand- based itens are insurance itens and program based:

a. | nsurance Item An item for which there is no forecasted
usage but which qualifies as both a source code PB (an item procured
and stocked for insurance purposes because essentiality dictates that
a mni mum quantity -shall be available in the supply system and a MMVE
code I, II, or IIl (for which no failure is predicted through nornal
usage) ; but if a failure is experienced or a | oss occurs through
accident, abnormal equipnent or system failure, or other unexpected
occurrences, |lack of a replacenent wll seriously hanper the
operational readiness of a weapon system

b. Pr ogr am Based. | nventory maintained to fill a specified
approved program requirenment. There are two types of program
requi renents, as follows:

(1) Life-of-Type. Itens that are procured on aone-tine
basis, when all cost-effective and prudent alternatives have been
exhausted, for the total future requirenent of an itemthat is no
| onger expected to be produced. The procurenent quantity shall be
based on demand or on engineering estimates of nortality sufficient
to support the applicable equipnent until phased out.

(2) Planned Program Stocks. Quantities of an item needed
over and above recurring requirenents to neet approved prograns of a
nonrecurring or a sporadic nature (e.g. , set assenbly and non-
repetitive overhaul prograns) for which requirenents may not be
predi cted by normal forecasting nethods.

44, Nonrecurring Demand. A request by an authorized requisitioner
to satisfy a materiel requirenent known to be a one-tine occurrence.
This materiel is required to provide initial stockage allowances, to
meet planned program requirenents, or to satisfy a one-tine

mai nt enance requirenent. Demands identified by custoners as
nonrecurring shall be included in wholesale supply forecasts to the
extent that an ICP can denonstrate that a particular quantity of
nonrecurring demands will inprove denmand forecasts.

45, Not M ssion Capable Supply (NMCS). A materiel condition

i ndi cating that systens and equi pnent are not capable of perform ng
any of their assigned m ssions because of maintenance work stoppage
due to a supply shortage.

46. Not Stocked (NS). An itemfor which there is no established RO
| nventory or usage data nmay be present; however, stock replenishnent
woul d not be initiated.

Xi



JUN 95
DoD 4140. 1- M

47. Nuneric Retention Stock. Formerly the quantity of an item
greater than all identified requirenent objectives but for which
di sposal is currently infeasible or uneconomcal or for which a

managenent decision has been nmade to retain stock in the supply

system This category of stock is no |onger valid.

48. Operating Level (CL) of Supplies. The quantity of materi el
required to sustain operations in the interval between repleni shnent
shipnents. The term “operating stocks” is synonynous w th operating
| evel of supplies.

49", Order and Shipping Tinme (0ST) Level. The quantities of nmateriel
required to sustain operations during the interval between the tine
that an activity processes a replenishnment requisition and the tine
the activity receives the requisitioned nmateriel.

50. Potential Reutilization/D sposal Materiel. Conponent materi el
i dentified by an item manager for possible disposal but with
potential for reutilization; or nmateriel that has the potential for
being sent by an item nmanager to the Defense Reutilization and
Marketing Service for possible reutilization by another Conponent or
by a Federal, state, or |ocal governnental Agency, or for disposal

t hrough sale to the public.

51. Principal |tens. End itens and repl acenent assenblies of such
| nportance that managenent techniques require centralized individual
| tem managenent throughout the supply systemto include itens stocked

at depot |evel, base |level, and using unit |evel. Specifically,
these include itens of which, in the judgnent of the Mlitary
Services, there is a need for central inventory control, including

centralized conputation of requirenents, central direction of
distribution, and central know edge and control of all assets owned
by the MIlitary Services. principal itens normally will be sel ected
on the basis of their essentiality for conbat or training, high
nonetary value, difficulty of procurenent or production, or
criticality of basic materials or conponents.

52. Production Lead Tine (PLT). The time interval between the
letting of a contract or the placing of an order, and receipt into
the supply system of materiel purchased.

53. Program Obj ecti ve Menorandum (POM). The POM docunents asix
year projected blueprint of each organization’s proposals for
updati ng defense prograns. It is submtted to the Secretary of
Def ense by each Mlitary Departnent, Defense Agency and Speci al
Operations Conmand for approval. The approved POM defines the
prograns to be supported in the MIlitary Departnent and Defense
Agency budgets.
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54, Provi si oni ng. The managenent process of determ ning and
acquiring/ the range and quantity of support itens necessary to
operate and maintain an end item of materiel for an initial period of
servi ce.

55. Readi ness. A neasure or neasures of the ability of a systemto
undertake and sustain a specified set of mssions at planned
peacetinme and wartine utilization rates. Measures take account of
the effects of systemdesign (reliability and maintainability) , the
characteristics of the support system and the quantity and |ocation
of support resources. Exanpl es of system readi ness neasures are
conbat sortie rate, fully mssion capable rate, and operational
availability.

56. Readi ness Based Sparing (RBS). The establishment of an optinum
range and quantity of spares and repair parts at all stockage and

user locations in order to neet approved, quantifiable, weapon system
readi ness, operational availability, or fully m ssion-capable

obj ectives

57. Reason for Stockage Category (RSC) . The categorization of an
item that indicates the reason or basis for stockage at the retail

| evel of inventory. These categories reflect the stockage
conputation or decision rule applicable, and in sone cases are used
for inventory stratification and supply nmanagenent purposes. The
demand- supported grouping includes only itens which neet the criteria
for stockage on a “stocked denand” basis, whereas the nondemand-
supported grouping includes itens stocked in the follow ng RSCs:
stocked insurance, stocked nuneric, stocked pre-positioned war
reserve materiel stock, not stocked, and other.

58. Recurring Demand. A request by an authorized requisitioner to
satisfy a materiel requirenment for consunption or stock repleni shnment
that is anticipated to recur periodically. Demands for which the
probability of future occurrence is unknown wll be consi dered
recurring. Recurring demands will be considered by the supporting
supply systemin order to procure, store, and distribute materiel toO
meet simlar demands in the future.

59 . Reorder Point (ROP). That point at which a stock repleni shnent
requi sition would be submtted to maintain the predeterm ned or
cal cul at ed stockage objective. The sum of the safety |evel of

supply, the level for ordering and shipping tinme, repair cycle level,
and authorized additive levels equals the reorder point.

60. Repair Cycle Level. The quantity of reparable itens required to
sustain operations during the repair cycle that commences when a

mai nt enance replacenent takes place and ends when the unserviceabl e
asset is returned to stock in a serviceable condition. This includes
such stages as renoved, awaiting shipnent, in transit, in pre-repair

XV
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screening, in process of repair, and being returned to serviceable
stock. Any extraordinary awaiting-parts delays and any intentional
extended-transit, storage, or repair-process delays should be
excluded fromthe repair cycle.

61. Reparable Item an item of supply subject to econom cal repair
and for which the repair (at either depot or field level) is
considered in satisfying conputed requirenents at any inventory

| evel

a. Depot Level Reparable Item A reparable item of supply
that is designated for repair at depot level or that is designated
for repair below the depot level, but if repair cannot be
acconplished at that level, wll have its unserviceable carcasses
either forwarded to the depot for repair or condemmation, or reported
to the I1CP for disposition.

b. Field Level Reparable Item A reparable item of supply
that is normally repaired bel ow the depot [evel of nmaintenance and
for which condemmation authority can be exercised bel ow the depot
| evel of maintenance.

62. Repl eni shnent. Actions to resupply or increase stockage of
reparabl e or consumable parts in support of fielded itens.

63. Requi renment s Conput ati on. Any mat hematical cal cul ati on
perfornmed to support requirenents determ nation functions.

64. Requi sitioning Cbjective. The maxi mum quantity of materiel to
be mai ntained on hand and on order to sustain current operations and
core war reserves. It will consist of the sum of stocks represented

by the operating |level, safety level, repair cycle and the order and
shipping tine.

65. Resupply Tine. The nean tinme between the date a retail activity
submts a requisition to the whol esale system and the receipt of the
requi sitioned materiel.

66. Retail Inventory Manager. Any inventory nmanager of either a
consuner or internediate |evel of inventory.

67. Retai | - Level _Supply. Those secondary itens stored wthin DoD
internmedi ate and consuner |evels of supply. These include supply

| evel s down to the following: Arny - to Authorized Stockage Li st
(ASL) and installation; Navy - to resupply ships, internediate

mai nt enance afloat units and shore installations; Air Force - to base
supply ; Marines - to Marine Expeditionary Force (MEF) and base

XV



supply .  Retail-Level assets do not include End Use Secondary Item
Mat eri el . /

68. Retail Stock. Stock held in the custody or on the records of a
supply organi zati on bel ow the whol esal e | evel.

69. Retention Limt. The maxi num quantity of on-hand nmateriel that
may be retained in stock, as determ ned by applicable retention
rul es.

70. Safety Level. The quantity of materiel required to be on hand
to permt continued operation in the event of a mnor interruption of
normal replenishnment or a fluctuation in demand.

71, Secondary ltens. Consumable and reparable itens other than
principal itens.

72. St ockage (hjective. The maxi num aut horized quantity of materi el
to be on hand to sustain current operations. It consists of the sum

of stock represented by the operating level, the safety level, the
repair cycle level, and authorized additive |evels.

73. Stocked Demand (SD). A denmand-supported item for which the
established RO is based on actual recurring demands (including
transferred denmands, as appropriate) at the activity.

74. St ocked | nsurance (S1). A nondenmand-supported, essential item
for which replacenent is not anticipated as a result of normal usage
and for which an unacceptable lead tinme (procurenent or order and
shi pping tinme (0ST)) has been establi shed. |f failure is
experienced, or loss occurs, through accident, abnormal equipnment or
system failure, or other unexpected occurrences, the lead tine
required to obtain a replacenent would seriously hanper the
operational capability of a critical facility or weapon system

75. Stocked Limted Demand (sSLD). A demand-supported item for which
there is anticipated usage, but the item does not neet the

est abl i shed econonic stockage criteria. The established RO is based
upon anti ci pated usage.

76. St ocked Provisioning (SP). A nondemand-supported item
specifically stocked to support a newly introduced end item for that
period of tinme until requirenents are forecast entirely uponactual
demands. This period may not exceed two years. The established RO
| s based upon the asset positioning policy and antici pated usage
devel oped during the provisioning process.

7. Stratification Process. A uniformportrayal of requirenents and
assets application that is a conputer-generated, tinme phased
simul ati on of actions causing changes in the supply position; e.qg.
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procurenent, repair, receipt, issue, termnations, and disposalof
natmﬂel.
78. Supply Pi peline. The link fromthe end user to the retail |evel

to the wholesale level of supply through which requisitions and
materiel normally flow

79. Total Asset Visibility. The capability for both operational and
| ogi stics managers to obtain and act on information on the |ocation,
quantity, condition, novenent, and status of assets throughout the
DoD Logi stics system TAV includes all levels, and all secondary
items, both consumabl e and reparabl e.

80. Total Order-Ship Tine. The tinme period extending fromthe date
of a requisition until the date that the materiel is recorded on the
requi sitioner’s inventory records.

81. Unit of Issue. Denotes by what neans we buy and ultimately

| ssue materiel for our end-users/custoners . Depending on the item
Unit of Issue can be quantity or physical neasurenent, or by

contai ner or shape of the item Unit of Issue is standard for each
item of supply across the DoD.

82. Weapon System and/or End ltem M ssion Essentiality Code. Thi s
code indicates whether the weapon systemor end itemis essential to
the mlitary mssion of the Service. Wapon systens and/or end itens
are classified as either m ssion-essential or not mssion-essential.

a. M ssi on- Essenti al . That Service-designated materi el
aut hori zed for conbat, conbat support, conbat service support, and
conbat readiness training forces and activities, including Reserve
and National Guard activities, which is required to support approved
emergency and/or war plans, and when the materiel is used to:

(1) Destroy the eneny’s capability to continue war.
(2) Provide battlefield protection of personnel.
(3) Communi cate under war conditions.

(4) Detect, locate, or maintain surveillance over the
eneny.

(5) Provide conbat transportation and support of personnel
and materiel.

(6) Support training functions, but is suitable for
enpl oynent under emergency plans to neet the purposes enunerated,
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her ei n. M ssion-essential materiel is divided into two categories,
as follows .

(a) Code A - Highest Priority M ssion-Essential.
That m ssion-essential materiel required to acconplish the mlitary
m ssion of activities assigned FAD | or FAD II.

(b) Code B - Lower Priority Mssion-Essential. That
m ssion-essential materiel required to acconplish the mlitary
m ssion of activities assigned FAD |11, FAD 1v, or FAD V.

b. Not M ssion-Essential. Materiel that does not qualify as
m ssion —essential falls into Code C.

83. Weapon System Availability. A weapon systemis available if it
I s capable of performng its intended m ssion.

84. Whol esal e Stock. Stock, regardless of funding sources, over
which the Integrated Materiel Manager has asset know edge and
exercises unrestricted asset control to neet worldw de inventory
managenment responsibilities.

85. Wiol esal e Supply. The highest |evel of organized DoD supply,

and as such, procures, repairs and maintains stocks to resupply the
retail levels of supply. The terns “wholesale supply, “ “wholesale

| evel of supply, ” and “whol esal e echel on” are synonynous.
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